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Abstract
State and federal child welfare represents a major spending category in budgets across the
United States. While new and revised legislation is proposed and enacted, sweeping reforms of
the child welfare system is uncommon. Changes to child welfare are implemented through
budget line items, whether that comes from Congressional funding or state initiatives.
Increased funding allows for more direct contact and interaction with children, prompting
safer environments and potentially stronger academic and social-emotional outcomes for
youth. This paper looks at the relationship between the per capita funding of child welfare
services per state and the rate of adverse childhood experiences therein.
Summary
Federal, state, and local funds all contribute to various aspects of individual lives,

including working to provide a foundation for our youth. These dollars are spent on a

variety of social welfare programs aimed to fill the void that impacts children: food scarcity,
access to healthcare, unstable living situations, among others. This paper looks at the per
capita impact of child welfare dollars on adverse childhood experiences.

A linear regression model to explain adverse childhood experiences was estimated

for two years, taking into consideration state welfare spending and other control variables.
Explanatory variables are lagged to reduce causality issues. There is no evidence that

direct spending on welfare has an immediate effect on adverse childhood experiences.
No causal or correlational relationship was established with aggregate welfare

spending on ACEs. Future research may look at specific programmatic analysis to see the

impact of targeted dollars on childhood trauma and the recovery effect. Additionally, other
local, state, and federal expenditures, outside of the traditional welfare categories, may be
considered, such as education spending, on the impact of ACEs.
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Introduction
Each year, over $33 billion is spent on child welfare across all 50 states and the

District of Columbia (Rosinsky, Williams, Fischer, & Haas, 2021) from local, state, and
federal funds. States utilize child welfare spending at all levels to support a variety of

programs aimed at improving the daily lives of children, with some states heavily relying

on federal funds and others investing more local and state funds to carrying out these line

items. These funds are used for everything from TANF, to placing children in foster care, to
working to support parents or guardians in recovery programs, or health care for children
who otherwise would not have access. Despite extensive investment, many states still
struggle to ensure proper care for their youth.

Children are remarkably resilient, but some face incredibly difficult lives, as trauma

to an individual compounds, intervention becomes more costly, as a result the child faces

increased negative effects long term and to the individual there are externalities for society
as a whole (Felitti, Anda, Nordenberg, Williams, Spitz, Edwards, Koss, Marks, 1998). These
hardships, identified as adverse childhood experiences (ACEs) build upon one another,
causing harm to learning, delaying healthy development and producing a plethora of

negative health outcomes. The economic result is compounded government spending and
lost wages from the affected individual. While there are many traumas, ACEs specifically
measure ten experiences that were discovered in the original study. These are: physical,
emotional, and sexual abuse; physical and emotional neglect; mental illness, domestic
violence in the home, divorce, substance abuse, and incarceration of a close relative.

These experiences have a real cost to society. It was initially estimated that ACEs

have a negative financial effect from $124 billion (Fang, Brown, Florence, Mercy, 2012), but
4

ongoing research suggests that number climbs to a much larger $748 billion (Bellis, et al.,
2019) annually. However, consistent and positive intervention in a child’s life can
counteract a high ACE score and result in higher productivity and increased life-

expectations, while lowering the negative costs to society. This capstone will look at the
relationship between child welfare funding services per state and the rate of Adverse

Childhood experiences, which are traditionally measured on a 10-point normative scale
based on life experiences that occur prior to the 18th birthday.
Issue discussion

A landmark study published in 1998 described a correlation between adverse

childhood experiences (ACEs) and poorer health outcomes later in life when positive
interventions were not taken at a young age (Felitti et al., 1998). These specific life

occurrences have negative impact on cognitive development, resulting in decrease socioemotional stability later in life (Felitti et al., 1998). The greater the number of ACEs, the

increased likelihood the individual will falter in society. As these failures are compounded,
it results in extensive costs to the federal and state systems. These costs include but may

not be limited to increased child welfare costs, greater academic costs, higher health costs
(usually Medicaid costs), increased penal costs, and an ultimate decrease in productivity
from early mortality.

There are several studies that link high childhood ACEs to later physical or mental

health issues. These include being at higher risk for depressive disorders (Chapman,

Whitfield, Felittie, Dube, Edwards, Anda, 2004), alcoholism (Strine, Dube, Edwards, Prehn,
Rasmussen, Wagenfeld, Dhingra, Croft, 2012), increased smoking (Ford, Anda, Edwards,
Perry, Zhao, Li, Croft, 2011), cancer (Ports, Holman, Guinn, Pampati, Dyer, Merrick,
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Lunsford, Metzler, 2019), and ultimately premature death (Brown, Anda, Tiemeier, Felitti,
Edwards, Croft, Giles, 2009). These physical and mental health issues tend to result in

higher spending on healthcare and related interventions, whether it be through private

insurance or government-supported healthcare. Further, these added expenses are just one

of many economic indicators used to measure the negative effects ACEs have throughout an
individual’s life.

Beyond the direct cost of upfront child welfare spending, the United States is

estimated to spend as much as three-quarters of a trillion dollars annually to mitigate the
impact of ACEs (Bellis, et al., 2019). In addition to the direct and indirect treatment for
disease and disorders, there is the additional cost of absenteeism at work, and lost

productivity due to disability or premature death. In California, this number was estimated
to be as high as $113 billion a year (Miller, Waehrer, Oh, Boparai, Walker, Marques, Harris,
2020). A smaller state like Tennessee still projects a $5.2 billion annual impact (Melton,
2019) from ACEs-related medical and worker absenteeism—an economically difficult

number for a state of less than 7 million people. These staggering figures should be

shocking enough for state and federal agencies, along with private and nonprofit entities, to
collaborate in an effort to combat this staggering cost to taxpayers.

While the economic cost of ACEs may seem staggering, there is opportunity to

counteract the negative effects. Psychological resilience, while not fully explored, does

seem to play an important role in the development of youth and their future outcomes

(Poole, Dobson, Pusch, 2017). This resilience can be best be supported by states through
ensuring positive role models, nurturing bonds, and supportive relationships, while also
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ensuring a place of safety (schools for many students) and nutrition—in other words, ACEs

can be mitigated through child welfare spending.

With the appropriate youth interventions in the short term, states can prepare for

long-term financial implications. While the costs of ACEs are high, it is likely possible to
mitigate the severity of their impact as well as the costs to society by investing early in

child welfare. Restricting welfare dollars or keeping a narrow window for treatment may

result in increased negative, long-term effects.

Further, a substantial amount of state and federal dollars is spent on K-12

education, totaling $739 billion for the 2016-2017 school year (NCES, 2021). While some of

that spending might mitigate ACEs, the flexibility in that spending, and the nature of
partnership with agencies and schools, are outside the scope of this paper.
Theoretical Reasoning

Investment in child welfare is intended to produce positive outcomes for youth and

lower overall ACE scores for the state. Previous research suggests that as states decrease
spending for child welfare per capita, the ability to investigate and substantiate claims of
maltreatment and abuse decreases (McLaughlin & Jonson, Reid, 2017). Therefore, lower

child welfare spending likely results in fewer substantiated claims, and the overall negative
effects are being left untreated. This does not mean case workers are intentionally making
conscious decisions to allow children to be mistreated, but simply that caseloads are too

great. Larger caseloads likely result in less time to investigate every lead, so the screening
processes become laxer, and more individuals slip through the cracks (McLaughlin &
Jonson-Reid, 2017).
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The alternative hypothesis posits that increased per capita child welfare funding

services should correlate to lower ACE scores on individuals. If this is supported, it would
result in increased state savings and a more productive workforce. The null research
hypothesis then is that spending on child welfare services does not correlate to any
changes in the number of ACEs in the general population.

State spending should focus on both identifying and providing interventions for

situations of child abuse and mistreatment. These interventions may look like removal

from the home, additional support to parents or guardians on how to better care for a child
(neglect may be due to ignorance, for example), or simply providing financial support to

ensure proper housing exists. States with higher combined child welfare spending should
see lower occurrences of multiple ACEs, if the spending is effective.

When we compare this to the median income of states, poverty rates, education

rates, and other factors, we would expect to see states like California, Oregon and

Washington, along with parts of the Northeast with higher budgets for child welfare and

lower occurrences of ACEs. It can then be assumed that states with lower median incomes,
less education, and higher poverty rates will invest less in their child welfare systems,
exposing youth and preventing interventions from occurring, thereby creating more

opportunities for adverse childhood experiences. Ultimately, a state’s priority is best

reflected in how budget dollars are spent—and it is unlikely that child welfare is the largest
piece of any budget, despite the long-term implications that may have for the state’s
economy and coffers.
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Evaluation Design
To test the hypothesis of states with higher welfare spending resulting in lower

occurrences of Adverse Childhood Experiences (ACEs), data collected from UnitedHealth
Foundation’s America’s Health Rankings (AHR) survey will be analyzed against and

compared to state spending on child welfare services, collected by the Child Trends. It

should be noted that while traditional ACEs inventories include a 10-point questionnaire,
the AHR data utilizes a slightly adjusted 8-point questionnaire. AHR then reported ACEs
occurrences as a percentage per capita and ranked the states from lowest to highest

occurrences. This study will review per capita spending and gross spending combining

local, state, and federal funds to see if increased spending of combined funds results in
decreased ACE scores for states.

The initial hypothesis posits that states with increased spending on child welfare

will have lower ACE scores, due to resource availability reaching the front lines. Therefore,
results should suggest states with higher investments in child welfare have better

outcomes and lower ACE scores. By the same logic, states with lower spending should see
higher reporting of ACE scores.
Child Trends Data

The data involved includes the 2020 and 2018 Child Trends Survey, which is a

reflective look at the State Fiscal Year (SFY) spending from 2018 and 2016, respectively.

Child Trends takes into effect the following sources for their consideration of child welfare
spending: Title IV-E and Title IV-B of the Social Security Act, Medicaid, Temporary

Assistance for Needy Families (TANF), Social Security Block Grant (SSBG) funding, along
9

with other federal funds, which include a plethora of inter-agency programs and funding
streams. Further, they include State and Local spending along with “Other,” which

encompasses third-party incomes, third-party in-kind contributions, and private dollars.

This data is reported by the states and often lacks certain elements, depending on how

states report and track funds, which can result in underreporting of child welfare dollars.
Causal issues

This research ultimately examines welfare spending and ACEs. The theory is that

welfare spending causes changes in ACEs, controlling for other factors that affect ACEs.

Contemporaneously, welfare spending and ACEs can affect each other, as welfare spending
might change automatically or reflect changes in a given year. In order to reduce this

causal ambiguity, the spending is lagged. It is unlikely that welfare spending is strongly
linked to future, currently unobserved ACE changes.

A second causal issue is whether something unobserved in the data about states

changes both welfare spending and ACEs. Usually, politics or culture would be such a

factor for welfare spending, conventionally that liberal politics or culture leads to more

welfare spending. The question is whether any such factor would also change ACEs. The
assumption of this research is that ACEs do not result from welfare-changing cultural
factors. Neither conservative nor liberal cultural values encourage ACEs.

A stronger causal model could have been developed with more years of data

combined into panel data, but the SFY2014 data was unavailable and prior years were
inconsistent for comparison.
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AHR data
The AHR data includes an extensive questionnaire model around “women and

children’s” health. While the data available is extensive, especially around topics pertaining
to women and children nationally, the information regarding ACEs in reportable form only
dates to 2018 in consistent form. Further, as previously noted, the AHR data ranks based
on and 8-point scale and considers percentage of the population with two or more ACEs.
The 8-points for AHR are: economic hardship; parental divorce or separation; living with

someone who had an alcohol or drug problem; neighborhood violence victim or witness; living
with someone who was mentally ill, suicidal or severely depressed; domestic violence witness;
parent served jail time; or death of parent.
To test the assumptions, a linear regression will be the first tool at discovering a

relationship between state per capita spending and occurrences of ACEs in the population.

This will utilize per capita spending as the independent variable and occurrence of ACEs as

the dependent variables, respectively. ACEs are reported as a percentage of the population

with two or more traumatic experiences, ranging from 8.9% to 30.6% of the population.
Lacking proper controls can lead to a misleading correlation that does not

accurately reflect the relationship between the independent and dependent variables, that
is, omitted variable bias. To control for other factors, the following control variables are

introduced: race and ethnicity, median income, unemployment levels, children in the home
of working parents split between having at least one child six or younger at home with two
working parents and having at least one child seven or older with two working parents,
and education rates. A crucial component of regression analysis is ensuring the control
variables are accurately reflected in the model.
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Control variables are assembled from the American Community Survey provided by

the Census. The controls were pulled for the year of ACEs, not the budget year. For the

2018 ACEs, matching controls were pulled, however since the 2020 data was not updated
at the time of writing, 2019 controls were used for the 2020 ACEs report. This avoids

complications on both welfare spending and ACEs as a result of the COVID-19 pandemic.
Findings

Initial analysis of the data failed to show any corollary relationship with the

independent variable (IV) and dependent variable (DV). There is no statistically significant
effect of per capita spending on either the 2018 or 2020 reported ACEs with a 95%
confidence interval (Figure 1). When the control variables were introduced, the

relationship remained ambiguous, though other statistically significant relationships
presented themselves (Figure 2), outside the initial hypothesis.

There appears to exist a relationship in which ACEs increase as the unemployment

rates increase. Further, ACEs increase when an individual’s education stops after high
school. As median income increased, ACEs decrease; ACEs also decreased over time,
showing a reduction in the second year of data.

Regression of ACEs on per capita spending alone results in a statistically

insignificant relationship (t = -1.12, p = 0.266). The correlation is about 0.01.
Adding in the control variables results in Table 1.
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Table 1. Regression of ACEs on State Welfare Spending and control variables
Test of overall regression: F(11, 86) = 38.92, p<0.0001, r2 = 0.77. The dependent
variable is total ranging from 8 to 30, higher being more ACEs.
Variable

Coefficient

Std. Error

T

p-value

Median Income ($1000)

-0.31

0.06

-5.53

<0.001

Unemployment Rate

Only High School Grad
BA or more

Children 6 or under, two parents

2.25
0.54

-0.01
-0.18

0.82
0.23
0.11
0.15

2.74
2.31

-0.05
-1.15

.007
.023

0.958
0.252

Children 7 or over, two parents

0.15

0.22

0.69

0.495

Black

-0.01

0.05

-0.11

0.913

White

Hispanic

PC spending on welfare

Time (2020 versus 2018)
Constant

**95% Confidence

-0.04
0.04
0.01

-3.26

11.99

0.02
0.04
0.01
1.00

17.29

-1.72
0.91
0.75

-3.26
-0.69

0.089
0.368
0.457
.002

0.490

While there is no statistical relationship between per capita spending and the

occurrences of ACEs, future analysis could review program specific data. Further, a review
of local spending and ACEs might yield a stronger relationship than aggregate data at the
state level.
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Limitations
Lacking panel data, a causal link is hard to establish, which creates different hurdles

in the analysis process. The Child Trends data relies on states to report their data, with

some not reporting at all, or inconsistently reporting. Beyond that, states track their data
differently and utilize funds in different manners. This creates barriers to understanding

exactly how much is spend on child welfare in each state. Many states, as acknowledged in
the Child Trends data review, underreport their state and local funding, and frequently
combine certain aspects of federal funds that should be reported out as child welfare

spending, causing some level of ambiguity in the actual expenditures.

As mentioned, K-12 education spending is substantially higher than child welfare

spending, and some of what occurs in K-12 schools could be considered a combatant to

ACEs (such as free and reduced lunches to counter hunger, counseling to help with mental
health issues, and connections with family resource officers to connect to community
resources). It would be an important measure to consider as we move forward.

Beyond the Child Trends spending, the America’s Health Ranking survey data also

had its shortcomings. Changing questions and the requirement of individuals to self-report

may result in inaccurate understanding of the questions or what is being ask. An individual
living in an intimate partner violence situation may be unwilling to answer truthfully,

fearing they may be discovered and lose necessary resources, such as housing for financial
assistance. This results in difficulties in concluding which ACEs are truly captured. Much
depends on the conditions of interviews, such as one on one with the interviewee alone.
As mentioned previously, the ACEs inventory is a 10-point scale, but only 8 were

used in the AHR data. AHR also only took into consideration the percentage of the
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population with two or more ACEs—a key point in the literature for stress, but not

necessarily an accurate portrayal of the damages occurring. With the additional two

questions being included, and ACEs totaling 10, then percentages of two or more may have
been higher.

With both data sets lacking full and the inability to go back further than two state

fiscal years, there are limitations to even correlational discussions, though there are

certainly trends that are emerging around the data. By reviewing a better source for child

welfare spending and considering some of the additional agencies (such as Education) that
play a role in that, there may be stronger relationships that present themselves, if a more
consistent data sources for yearly ACEs can be established and reliability updated.
Beyond the data set limitations, the topic itself presents as a difficult one to

measure. Just as issues arise with direct education spending and student outcomes, the

aggregate level of child welfare spending, which is already underreported, fails to capture
several other state and local factors. Future analysis may focus on stronger panel data,
more local expenditures, and particular child welfare policies, such as foster care
expenditures or Medicaid spending.
Policy Changes

Family First Prevention Act of 2018
In 2018, as part of an omnibus budget bill to continue funding the government,

Congress passed the Family First Prevention and Service Act (Brown, 2020). This bill, and
the subsequent Family First Transition Act (2019) began an overhaul of federal child

welfare financing, opening up dollars to be used for preventative measures. It specifically
looks at Title IV-E, which previously could only be used for foster care maintenance of
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eligible children, administrative expenses and training for foster parents and staff,

adoption assistance, and kinship care (Brown, 2020). The new regulations allow for
trauma-informed plans to be created that seek to keep the families united and offer
alternative, evidence-based treatments for youth.

These changes, not reflected in the data shared in this project, began taking effect in

SFY2020 for early adopting states, and will roll out nationwide in the coming years. This
increased flexibility with Title IV-E dollars may have dramatic effects on child welfare
spending and outcomes, resulting in lower ACEs or better adaptive individuals. These
policy changes, if enacted positively, can result in future savings to the child welfare

system, but also a variety of other services, as previously discussed in this paper. These

ongoing changes apply only to federal funds, of course, but may be a spark for state reforms
as well.

COVID-19 Pandemic
While this analysis focuses on pre-Family First changes, it also pre-dates the

conclusion of the COVID-19 global pandemic, which has had wide and lasting impacts to

governments of all sizes across the globe. It will be years before we know the full economic,
societal, and individual impact that the largest pandemic in a century has, but there most
certainly will be an impact—and there is growing suspicion child maltreatment and

increased ACEs will be among the most dramatically impacted areas. While budgets were
impacted dramatically as revenues dried up—stores shuttering their doors to stop the

spread resulted in zero sales and zero sales tax collection, major decisions had to be made
overnight. As the world begins to emerge from the pandemic, future analysis can evaluate
the impact that was had on child welfare budgets and subsequent ACEs. As positive
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changes were happening in Washington, D.C., to loosen restrictions on dollars, the
pandemic was causing unknown harm, to be reviewed later.

There is widespread belief that child welfare has suffered because of children being

out of traditional classrooms for so long. In Kentucky, every major source that provided

referrals for child maltreatment reported a decline in 2020—totaling a 29% year over year
decrease in July from 2019 (Ambrose, 2020). As Ambrose notes, one of the largest sources

for reporting (second only to the courts and law enforcement) are school personnel. While

anecdotal, this is likely a trend that has occurred across all states that were participating in
virtual or hybrid-model schooling. With these additional barriers, there certainly will be
future opportunities to review the implications of COVID-19 and the relationship it may
have with ACEs and child welfare spending.

ACEs might also have increased owing to stress and confinement at home. That

would not have been measured yet. Confinement at home mixed with unemployment
seems to be a situation ripe for increasing ACEs amidst a global pandemic.
Policy Implications & Conclusion

It is clear there is a psychological and socio-emotional impact from ACEs, but the

economic costs are also staggering. As society continues to battle opioid addiction, global
pandemics, national and international health crises, and child abuse and neglect it is

important to remember there is a consistent economic drain occurring through the lack of
investment in proper care for our youth. While being cautious and avoiding reactionary
spending, it is important to invest in child welfare programs.

A review of the variables that showed relationships with ACEs would dictate that

policies that focus on achieving higher median incomes and greater education would show
17

a reduction in ACEs, followed by lower unemployment rates. There might be an

opportunity to look at increasing the level of unemployment one receives to alleviate

financial burdens that can lead to increased adverse experiences for families. Given the

additions to the unemployment benefits, there may be additional opportunities to provide
counseling support or education to families to understand what ACEs are and the lifelong
impact they have on children.

Frequent conversations occur regarding the current federal debt burden per

individual, but few discuss the current economic trauma burden impacting our youth and
adults. Without strategic investment in today’s youth, tomorrow’s adults will continue to
drain already over-burdened health care and social support systems. Federal, state, and

local dollars must be more effectively leveraged to intervene where necessary to protect
and invest in our youth.

The results of this analysis may have been inconclusive, but the opportunity

presents itself to do a thorough review of multiple local, state, and federal expenditures and
their relationship with ACEs. Additional future research may influential factors that allow
for better informed policy decisions for youth today, to prevent the negative externality
that is reactionary spending later in that individual’s life. As budgets at all levels are

continually fighting for ever-tightening resources and growing demands, it will become an
important policy discussion as agencies move forward to allocate resources surrounding
the good of communities.
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